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William Caton, Acting Secretary
Federal Communications Commission
Office of the Secretary
Room 222
1919 M Street, N.W.
Washington, D.C. 20554

Re: CC Docket No. 96-45

Dear Mr. Caton:

This letter serves as notice as to the New Jersey Board of Public Utilities' (Board)
compliance with the Commission's requirements for eligibility for federal universal service
support for schools and libraries in the state. This letter is in response to the Commission's
September 29, 1997 Public Notice addressing "Procedures for States Regarding Lifeline
Consents, Adoption of an Intrastate Discount Matrix for Schools and Libraries, and Designation
of Eligible Telecommunications Carriers." Enclosed is the Board Order adopting the FCC's
Discount Matrix as delineated in paragraph 520 of the FCC May 8, 1997 Order on Universal
Service.

Additionally, the Board will submit a separate letter at a later time regarding the list of
eligible telecommunications carriers since there are pending proceedings on requests for
eligibility status before the Board. Further, the Board is currently conducting hearings on the
Lifeline issue and has not yet made a determination on whether to approve a reduction in the
portion of intrastate rate paid by the Lifeline Customer. The Board will advise the FCC when a
determination is made at the conclusion of our proceeding.

Ifyou should need further information, please do not hesitate to contact Michael
Gallagher, Director of the Telecommunications Division at (201) 648-7695.

ly yours,

J es A. Nappi, Esq.
S cretary of the Bo

---------_._----
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TELBCOMMUNICATIONS

IN THE MATTER OF THE INVESTIGATION }
REGARDING LOCAL EXCHANGE COMPETITION}
FOR TELECOMMUNICATIONS SERVICES }

sUMMARy ORDER ADOPTING
DISCOUNT MATRIX

DOCKET NO. TX95120631

( j )

(SERVICE LIST ATTACHED)

BY THE BOARD:

On December 8, 1995, the Board of Public Utilities {Board}
initiated the investigation and rulemaking proceeding in this docket
to determine whether or not to permit local exchange competition in
New Jersey and, if so, under what terms and conditions. The Board's
Prehearing Order in this matter dated August 7, 1996 {Prehearing
Order}, identified twelve policy issues and five fact issues to be
addressed in this proceeding, the latter requiring testimony subJect
to cross-examination and the former to "be briefed at the conclusion
of the hearings or as scheduled by the presiding Commissioner."
Prehearing Order at 6. Among other policy issues set for~h in the
Prehearing Order, the Board directed the parties to address the
following:

(g) Universal Service Fund policy questions inclUding:

(1) the Definition of Universal Service;
(2) the Need for a Universal Service Fund;
(3) who should contribute to and receive payments :~:~

the Fund;
(4) the impact of federal subsidy programs on the

Fund;
(5) the effect of the Federal/State Joint Board ~~

Universal Serv1ce rules upon the Board's
determinations;

(6) questions regarding the creation of an
"affordability benchmark" as the basis for ::caf<. :':-·1
determinations regarding support from the ~u~j,

(7) the definition of "basic" services supported '::::;
the Fund and how the definition can be updated 3S

needs and technology change; (and]

the Establishment of mandated discounts to schoo~s

libraries and hosp1tals."

[Prehearing Order at 4-5.]



The Board deslgnated these as pOllCy lSsues to be
addressed through briefs. ~ the schedullng memorandum dated October
10, ~99~ issued on behalf of the presid~ng officer in this proceedlng.
Co~ssloner Carmen J. Armentl. Accordlngly, the parties submltted
initial and reply briefs on universa~ service policy issues "g" and
"j" on December 9, 1996 and December 23, 1996, respectively.

As will be explained below, because of recent federal action
related to discounts for schools and libraries, the intent of this
Order is to articulate the Board's position on policy issue "j", the
establishment of mandated discounts for schools and libraries.

I. Background

In passing the Telecommunications Act of 1996, P.L. 104-104,
110 Stat. 56 (codified at 47 U.S.C. §151 ~ u.g:.) (the Act), Congress
directed the creation of a Federal-State Joint Board on Universal
Service (Joint Board) and also directed the referral to the Joint
Board by the Federal Communications Commission (FCC) of a proceeding
to recommend changes in FCC universal service regulations. 47 U.S.C.
§254(a). Congress charged the Joint Board and the FCC with preserving
and advancing universal service based upon the following principles:
(1) quality services available at just, reasonable and affordable
rates; (2) access to advanced telecommunications and information
services in all regions of the Nation; (3) access to
telecommunications and information services to consumers in all
regions of the Nation, including low-income consumers and those in
rural, insular and high cost areas; (4) that all telecommunications
providers should make equitable and nondiscriminatory contributions to
the preservation and advancement of universal service; (5) that there
should be specific, p~edictable and sufficient federal and State
mechanisms to preserve and advance universal service; (6) that
elementary and secondary schools and classrooms, health care
prOViders, and libraries should have access to advanced
telecommunications services; and (7) such other principles WhlCh t~e

Joint Board and FCC determine are necessary and appropriate for the
protection of the public interest, convenience, and necessity and ~re

consistent with the Act. 47 U.S.C. §254(b).

Congress defined universal service generally as an evolvlng
level of telecommunications services that the FCC shall periodlCallj
establish taking into account advances in telecommunications and
information technologies and services. 47 U.S.C. §254(c) (1).
Congress directed that the Joint Board in recommending and the FCC ~n

establishing the definition of the services to be supported by :~e

federal universal service support mechanisms shall consider the ex:e~:

to which such services (a) are essential to education, public hea~:h

or safety; (b) have, through the operation of market choices by
customers, been subscribed to by a substantial majority of reslje~:~~l

customers; (c) are being deployed in public telecommunicat~ons
networks by carriers; and (d) are consistent with the publlC l~:eres:,

convenience and necessity. IQ1g.

-2- OOCKBT NO. TX9S1::~ .



II. The Federal-State Jo~nt Board Recomrr.e~dat~on

Pursuant to the Act, on November 7, 1996 the Joint Board
adopted a decision which, among other things, recommended a deflnitlon
of universal service and a matrlx of discounts to be made available to
schools and libraries. ~ I/M/Q Federal-State Joint Board on
Universal Service" Recommended Decision, CC Docket No. 96-45, FCC
96J-3 (released November 8, 1996) (hereinafter, the Recommendation) .

With regard to support for schools and libraries, the Joint
Board recommended that all eligible schools and libraries should
receive discounts between 20' and 90' on all telecommunications
services, Internet access and internal connections, subject to a $2.25
billion annual cap. Recommendation at "9, 547-56. According to the
Recommendation, any funds not disbursed in a given year may be carried
forward and may be disbursed in subsequent years without regard to the
cap. ~. at '556. The Joint Board concluded that economically
disadvantaged schools and libraries, as well as schools and libraries
located in high cost areas, should receive greater discounts to ensure
affordable access. ~. at "9, 561. Also recommended to the FCC was
the establishment of intrastate discounts at least equal to the
discounts on interstate services as a condition of federal universal
service support for schools and libraries in the state. Ig. at ~573.

According to the Recommendation, if a state wishes to prOVide an
intrastate discount less than the federal discount, it may seek a
waiver. 1Q1g. In addition, the Joint Board recommended that schools
and libraries be required to comply with several self-certification
requirements to ensure that only eligible entities receive universal
support and that they have adopted plans for securing access to all of
the necessary supporting technologies needed to use the services
purchased under Section 2S4(h). rd. at "599-604.

III. Discussion

On May 8, 1997, the FCC released its Report and Order in
I/M/o Federal-State Joint Board on Universal Service, CC Docket ~o

96-45, FCC Order No. 97-157 (Report and Order), implementing key
provisions of Section 254 of the Act. Among other things, the Report
and Order identified the services to be supported by federal universal
service funding and the mechanism through which such funding will ce
provided. Importantly, the Report and Order adopted the Joint Board
recommendation providing discounts for telecommunications servlces :or
eligible Oschools and libraries. More specifically, the FCC, 1n ~:s

Report and Order, adopted a discount matrix to be used for dete~,ln~~g

the benefits available to all schools and libraries. Report and :rjer
at 1520, 47 C.F.R. §s4.s05(c). The FCC also determined that
applications for such discounts will be received by the fed~ral

universal fund administrator as early as July 1, 1997 and dlscountS
for eligible services may be paid out of the federal fund as early 39
January 1, 1998. Report and Order at '539, 47 C.F.R. §§54.S07(al j)

Moreover, the FCC determined that schools and libraries cannot rece 1 ':e
discounts from the federal fund in the absence of state adoptlon ~E

"intrastate discounts at least equal to the discounts on interstate
service." Report and Order at 1550. The FCC'S rules clearly state
that "[f]ederal universal service support for eligible schools d~d
libraries in a state is contingent upon the establishment of
intrastate discounts no less than the discounts applicable for
interstate services. Report and Order at 1550, 47 C.F.R.
§54. 50S (e) (1) .
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The FCC's action compels the Board at this ti~e ~o ac~ ~o

protect the ability of the State's schools and libraries to tlmely
apply for and receive federal universal service support funding.
Immediate action by the Board is particularly important given that
support is available on a lIfirst-come-first-served basis" and that
only $1 billion will be available to all the Nation's schools and
libraries for the funding period January 1, 1998 through June 30,
1998. Report and Order at 1529, 47 C.F.R. §§54.507(a) (c).

Therefore, for the purpose of permitting the schools and
libraries of New Jersey to timely apply for and receive federal
funding, the Board HEREBY APOPTS the discount matrix set forth in the
Report and Order at '520 and codified at 47 C.F.R. §54.S05(c).

ATTEST:
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Blollem ~ereez, Esq.
KelKKl :aasmene, Esq.
:Ame. O'Kern, Esq.
~iv. of t~e ~atepayer Advocate
H Clinton St. - t.t~ Fl.il.O. Box U005
Newark, NJ 071.01

COltaen A. McClolkey
ae Atlant1c-New :arsey, r~c
5.0 Broad St., ~Oth F~
Newark, NJ 0~101

Al:en M. 'feifeld. Esq.
StAte Re~ atory i
~vernmental Affaira

MCl: TelecomlllW\ication. C~rR.
llH 19th St., N.W .• l.tft Fl.
Waln1ngton, O.C. 2003'

Chr1.eopner O. Meere. Elq.
Sprlnt Communlcaelon.,

:.:~pany, L.Iil.
1!50 M Street, N.W.
5ulte :10
~&lnln9ton, 0.:. ~003'

?eter O. Nyce. Jr., E.q.
:e;t. of the Army
:ftl=e of the Ju~ge Advocate

~eneral
~3i9S • SUlte i13
30: ~orth St~art Street
Arll::geon, '/A 22203 -1837

:ennlS ~l::Ken, Esql'Stryker, :ams _ 01 1
7wo Iilenn Iillaza East
:-:ewarK. NJ ~7105

:anlel T. Olneen, l.q.
Spr:.nt Uni.tees

7eleonene·caatern
1201 '~lnut loetom Rd.
Box 1201
Carllsle. PA 17013

Jam•• C. Meyer, Esq.
Riker~ Oanzig, Scherer, Hy~an~

&. ..ernttl
Keadquarter illaza
One Speedwell Avenue
il O. Bex 1911
Morrlleown, NJ O~962

Franci. R. ilarKin., Esq.
Mayner " tanau
One Oateway Center
Nawark. NJ 07102

Mark Mucca, Esq.
teaeeuf, tamb, Qreene " ~&cRae
One R1vertront illaza
Newark, NJ 07102

Ricnard M,rmelLeeS Worlcicolft
One Meadewlands Plaza
Ea.t Ruthertord. NJ O~Oi3

OaY~d M. Halhv
Swiciler , Berlln
1000 K Street. N.W.
; ...it. 300
W&.hin~on. D.C. 20007-5116



~~!red Smt~h. N~ Re~la~ory ~tfalr.
~t.t :=mmunlca~lona of N~, !nc.
~wo ~A~ewAY Cen~er . l3th Fl.
~e"'.. rJC. ~.; a7:~2

~uy J. aall
~~ree~or of R.~latory
MFS tntel.n.~
33 ~~ite Hall Stree~
~.w ¥orx. NY 10004

AHair.

:ames ~. Sa~pl. Secre~ary
90ar~ :f 'ubllC ~~llltle.
7wo Ja~ew ..y Cen~er
~ewark. ~J J71J2

:chn :e~uca "
:~V~slon of ielecommunlcAtlon.
Board of ~ubllC atl1l~le.
7wo CAteway Center
~e"'ark. NJ 07102

rred aryqiel, Chief Economls~
Off~ce Qf th, !conoml.e
Board ot PubllC Uttlltles
two aateway Center
Newark. ~J 07102

Anthony Ce~trella
Oivi.io~ ot relecommunlCat~:r.s
Board ot Public Utill:le.
two aate..,ay Center
~ewark. NJ 07102

i'&\il K~ro\.\Cla.
relepOrt. ~mm. Gro~p
2 telepot'e Ori.ve . 3~lte 1~J
Staten Ieland. NY l03ll

Andrew 5aindoll
Cen~er for Me4ia !duc.c~on
'511 K Stree~ N.W .. SYlee 511
Waehlngton. ~.C. 20005

2

~onica A. Otte, Eaq.
Frederick C. PapparArdo.
AT'T Communic.tlonl
295 North Maple Avenue
Room 2254F1
aa.king Ridg•• NJ 07'20

Mary I. COOl!n. E'Q1Allociation or ehl dren
3S Kahey Street:
Newark. New Jer.ey 07102

E.lq



rranA A. B:~ndin~L Esq.
Scarlnc~ , Hel~.ng.c~
500 Plaaa On....
~ . O. lea nu
Secaucu•. ~.w :.r••y 07096·3:S9

John K. Werthin9ton. O.A.O.
:epattm.nt ot ~~w an4 P~bllC S.fe~y
::llvuion of t.aw
H~9he. Juatlce Com~lea
eN 1l.2
Trenton. ~.w Jersey 0862S-Ct:2
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Fecleni Commvnicatioal Comminioa FCC 97-157

520. For purposes of administering the school lunch proaram, the Department of
Education places schools in five eateaories, based on the percentage of studeors eliaible for
free or reduced-price lunches: 0-19 percent; 20-34 percent; 35-49 percent; 50-74 percent; and
75·100 percent.13,., Consistent with the Joint Board's reconvnenctadon, we adopt the
percentage catqories used by the Department of Education for schools aDd libraries, and we
also establish a separate catea0ry for the least ecoDOlDica11y disadvantaged schools and
libraries, i.e., those with less than one percent of their students elipble for the national school
lunch program.1351 Schools and libraries in the "less than one percent" category should have
comparatively greater resources within their existing budleu to secure affordable access to
services even with lower discounted rates. We, therefore, adopt the fol1owiq matrix for
schools and libnries:

SCHOOLS AND LIBRARIES DISCOUNT DISCOUNT LEVEL
MATRIX

HOW DISADVANTAGED? urban rural-_....__..._-_.. --_._---_........ ._---_..._--_.
discoum discount

% of studems eligible for (estimated % (%) (%)
national school lunch of US schools

Droll'UDl
3$9 in eatelOry)

,,-------------------
< 1 3 I 20 25

1-19 31 40 SO
I

20-34 19 I SO 60

3S-49 IS 60 70

50-74 16 I 80 80
i

75·100 16 I 90 90I

521. We conclude that this approach fulfills our obligation to ensure that

1m ~, NIlioaal DIIa Raearda CeDI« (1995), SdtDoII fIItIl Stt1IfbtI s.rv.", 199J·94 (uapublisbed
tabulatioas COIDIDiuioaed by die U.S. DepInmeal of EducadaD for die Nadoall NIelIIDeIIl of TItle n.

•". Rec:ommeDded DeciIioa.. 12 FCC Red 11376.
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